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KEY ECONOMIC INDICATORS 


All values in US$ million and represent period averages unless otherwise indicated 


Current Exchange Rate: US$2.17 
1980 1979-80 
INCOME, PRODUCTION, EMPLOYMENT 1978 ESTIMATES PERCENT CHANGE 
GNP at Current Prices 26,202. < 22,769. 1574 
GNP at Constant Prices 9,900. : 12,796. 
Per Capita GNP, Current Prices 1,243 3 3 1,659. 
Indices: 
Industrial Production 
(Base Year 1968 = 100) 
Labor Force (million) 
Average Unemployment Rate 
MONEY AND PRICES 


Money Supply 


Interest Rates (Commercial Prime 
Rate) 


Consumer Price Index for Peninsular 
Malaysia (Base Year 1967 = 100) 


BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchange Reserves . 4,055. 
External Public Debt ‘ 2,091. 
Annual Debt Services 7 585. 
Balance of Payments ; 2,185. 
Balance of Trade ‘ 3,252. 
Gross Exports (f.o.b.) : 11,160. 
Exports to U.S. < 1,927. 
Gross Imports (c.i.f.) * 7,908. 
Imports from U.S. i 1,182: 
U.S. Share of Imports in Percent i339 25. 


SOURCES: Ministry of Finance, Economic Report, 1980/81 
Bank Negara Quarterly Economic Bulletin, September, 





SUMMARY 


In 1980, Malaysia's key economic indicators--the rate of growth, 
level of unemployment, inflation rate and balance of payments-- 
are impressive for any country at any stage of development. Latest 
data from the Ministry of Finance and the Department of Statistics 
show real growth in 1980 of 8 percent compared to the 8.3 percent 
recorded for 1979. The rate of inflation and the balance of pay- 
ments have deteriorated modestly from the outstanding performance 
in 1979. An inflation rate of 7 percent in 1980, up from 3.6 per- 
cent in 1979, is a reflection of the rapidly developing economy 
and the Government's expansionary policy. Despite these difficul- 
ties, the outlook for Malaysia is positive and the rush toward 
development will probably continue unabated. 


CONDITIONS AND TRENDS IN 1980 


Malaysian economic planners correctly anticipated the downturn in 
the world economy. The expansionary budget adopted for 1980 has 
more than compensated for the softening of demand in foreign mar- 
kets. The Government's spending has maintained the aggregate 
level of consumption and investment, albeit the result is a dif- 
ferent trend in investment than would result from purely private 
investment decisions. The Bank Negara Malaysia (Central Bank) 
complemented this effort with a liberal expansion of the money 
supply and adherence through a variety of measures to a prime 
interest rate of 7.5 percent during most of the year. Inflation, 
along with the Government's efforts to counter the problem, was 
the prime topic for the economic year. The official increase in 
the consumer price index rose from a rather unrealistic 3.6 per- 
cent in 1979 to a more realistic, but probably understated 7 per- 
cent in 1980. For certain sectors, notably the urban areas, in- 
flation has been increasing. Factories are experiencing sudden 
and dramatic increases in utility rates and wage demands. The 
consumer also faces a market characterized by increasing prices 
where products are not controlled, and shortages where they are 
controlled. 


Despite these problems the economy grew in real terms by 8 percent 
and the unemployment rate was reduced to 5.3 percent. Unemploy- 
ment in Malaysia is a structural problem, as the economy demands 
more skilled and semi-skilled workers than are available. The 
agricultural sector, which provides the primary source of employ- 
ment, is faced with a shortage of workers who are lured to the 

big city lights and factory positions. The manufacturing sector 





absorbed all these migrants as it expanded in 1980 by 10.6 percent 
2.6 percent higher than the growth of the overall economy. 


Although current investment by the private sector continues to im- 
prove, the government has adopted an expansionary budget for 1981, 
in order to meet development goals and to offset any recessionary 
influence from external forces. The new budget calls for an expen 
diture of $10,608 million, which represents a nominal increase of 
9.6 percent over the 1980 budget, but any comparison of successive 
budgets is misleading. The Federal Government has recently acknow. 
edged encountering difficulty in implementing funded projects be- 
cause of bureaucratic weaknesses. The amount actually spent is 
normally less than that budgeted. Analysis of the impact of Fed- 
eral Government spending upon the economy should be based on actual] 
spending rather than the planned budget. Malaysian Government 
estimates of actual expenditures for 1981 represent an increase of 
21 percent over estimated actual expenditure in 1980. Consequently 
the public sector in the next year should have a marked expansionar 
effect on the Malaysian economy. 


Commodity prices were the most notably weak link in the entire do- 
mestic economy. Although the future of the rubber industry was 


enhanced by the signing of the International Natural Rubber Agree- 
ment, tin, palm oil, and cocoa had bad years. The Ministry of 
Finance has recently announced a reduction in the export duty on 
primary commodities which will result in a reduction of 32 percent 
in the tin duty at current prices, a 4 percent reduction in rubber 
duty, and a negligible drop in palm oil levies. 


For the first time since 1977, the price of tin was within the 
bounds of the tin price stabilization agreement. Unfortunately, 
this price drop caused some mines to become unprofitable, and the 
reduction in duty is designed to encourage these mining concerns 
to remain in production. The negotiations for a Sixth Tin Agree- 
ment, at this writing, have been suspended. Although major philo- 
sophical differences regarding export controls and buffer stock 
size were resolved, the negotiators were unable to reach a final 
agreement in the December 1980 meeting. 


The rubber price stabilization agreement, it is hoped, will con- 
tribute to a long-term price stability for rubber and encourage the 
increased cultivation of rubber trees. The rubber duty was reduced 
marginally more than the reduction for palm oil, thereby continuing 
the Government's policy of utilizing fiscal measures to reduce the 
disparity in profit levels between these two commodities. 





2 


Favorable weather conditions in 1980 resulted in increases in the 
output of palm oil and rice. However, rubber output was estimated 
to decline by 2 percent mainly due to the high rate of conversion 
of rubber land to oil palm during the early 1970's. Output of palm 
Oil was estimated to reach 2.57 million tons in 1980 compared to 
2.19 million tons in 1979. The value of total output of the agri- 
cultural, forestry and fisheries sector in 1980 rose by a modest 
0.2 percent above the 1979 level. 


U.S. INVESTMENT IN MALAYSIA 


Through 1980, U.S. firms had invested over $1 billion in Malaysia. 
By far the major portion is in the vetroleum industry. There are 
also significant U.S. investments in the electronics industry and 
the banking sector. 


When the Industrial Coordination Act (ICA), which many see as a 
tool to aid the economically disadvantaged Malays, was introduced 
in 1977, the general opinion was that private investment (primarily 
by Chinese-Malaysians) would decline. During the first years of 
the ICA this prediction held true, but in recent years this invest- 
ment has recovered and even exceeded planning targets. This per- 
formance indicates the strength of the economy and the opportunity 
which exists. The government is aware of the problem and is con- 
stantly monitoring the impact of its policies upon the private 
sector. Investors, on the other hand, apparently have accepted 
these policies albeit with some complaint. 


The Malaysian Government guidelines generally require the formation 
of joint ventures with the foreign investor limited to a minority 
equity interest. However, under certain circumstances a foreign 
company engaged entirely in manufacturing goods for export from 
Malaysia can receive approval for up to 100 percent foreign owner- 
ship. In all cases involving new foreign investment, the Malaysian 
Government is prepared to take a flexible position with the foreign 
investors within the overall boundaries of the New Economic Policy. 


The Association of South East Asian Nations (ASEAN) and the pros- 
pect of a common market of almost 250 million people have lured 
many U.S. manufacturers to the region, in general, and Malaysia, in 
particular, as a site to base their sales effort. While ASEAN may 
eventually become a tariff community like the European Economic 
Community, this development cannot be reasonably anticipated within 
the near- to medium-term future. A regional marketing concept must, 
therefore, deal with substantial tariff barriers to gain access to 
other ASEAN member nations. 





SPECIAL EXPORT INFORMATION 


Successful exporters to the Malaysian market find that if they can- 
not set up their own office in Malaysia, the best guarantee of suc- 
cess is a reputable and aggressive local agent. Ideally, the agent 
will know something about the product line before representing the 
firm and must be able to provide the all-important after-sales 
service. American firms have sometimes been accused of treating 
the Malaysian customer as a one-time sales prospect. This criti- 
cism is occasionally justified. Thus, firms that want to sell to 
Malaysia over the long term should locate a reputable local agent. 
The Embassy and the U.S. Department of Commerce are willing to 
assist any American firm in finding such an agent. 


SIGNIFICANT TRADE EVENTS IN THE NEAR FUTURE 


Reflecting attractive export marketing opportunities in Malaysia and 
the ASEAN region, and growing U.S. exporter interest, the U.S. De- 
partment of Commerce and American Embassies and Consulates have 
planned a program of U.S. trade and seminar missions and trade 
exhibits to assist U.S. companies in their export marketing efforts. 
Currently on the U.S. trade promotion event schedule for Kuala 
Lumpur, Malaysia, for 1981 are a Computers and Peripheral Equipment 
Trade Mission in May; an Architects and Consulting Engineers ("ACE") 
Seminar Mission in June; and an Audio-Visual Equipment and Teaching 
Aids Catalog Show in August. These missions and the catalog show 
will visit other countries in the region besides Malaysia, and will 
thus provide U.S. firms with multi-market export opportunities. [In 
addition, a "solo exhibit" of U.S. Electronics Industry Production 
and Test Equipment, which is expected to attract approximately 30 
U.S. firms, is scheduled for Kuala Lumpur for late November or early 
December 1981. American companies interested in participating in 
these trade events should contact the U.S. Department of Commerce 

or the nearest Commerce Department District Office for further 
information. 


OUTLOOK FOR 1981 


Any forecast for the Malaysian economy must be based on a prediction 
for the OECD economies for the same period. If the world economies 
recover, then Malaysia will find more than ample opportunity to 

sell its commodities and the output of its growing manufacturing 
sector. If the OECD nations continue to experience stagnation or 
another recession, however, the effect will be felt in Malaysia. 
Already the fall in the price of tin has forced the government to 
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reduce the export duty on this commodity. Rubber, palm oil, and 
cocoa, the leading commodities, have also experienced a decline in 
prices, and may require some corrective policies from the Govern- 
ment. 


Petroleum revenues have shielded Malaysia from much of the trauma 
of the recurring energy crises and have had the effect of keeping 
the Malaysian ringgit at a high level. The beneficial effect of 
less costly imports is reduced by the government's use of protec- 
tionist and revenue producing tariffs on imports. The drawback to 
an "expensive" ringgit is, that manufacturing output, which must be 
sold on the world market, is less competitive. In the near future 
there is no indication that the Government will take any effective 
Measures to alleviate this problem. 


In order to maintain their enviable record of growth, economic 
planners will again resort to increased Government spending to 
maintain adequate demand and investment levels. With this in mind, 
there is every reason to believe that Malaysia will continue to be 
one of the most attractive countries for investment and business 

in Southeast Asia. 


Assuming normal weather patterns, the total output value of the 
agricultural, forestry, and fisheries sector is projected to in- 
crease by 3 percent in 1981. Rubber output will probably remain 
stagnant in 1981, while production of palm oil is predicted at 2.8 
million tons. Higher rice output is also anticipated due to the 
higher yield from double-cropped areas and the wider usage of sub- 
sidized fertilizers. 


The Ministry of Finance is forecasting that after 5 successive years 
of surplus, the current account's entry in the balance of payments 
will record a deficit of $1.92 billion. The overall balance of 
payments will again be in surplus, however, because of net capital 
inflows. Estimated net external reserves will amount to $4,259 
billion. 


U.S.-MALAYSIAN TRADE AND IMPLICATIONS FOR THE UNITED STATES 


The year 1981 will mark the beginning of the Fourth Malaysia Plan 
(FMP), the fourth of Malaysia's 5-year economic development plans. 
It will cover the years 1981-1985. The plan will continue heavy 
Government outlays for economic development, with emphasis on infra- 
structure and other major projects. Although details of the FMP 
will not be available until well into 1981, initial indications are 
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that the new Plan is likely to single out energy and power, and the 
telecommunications sectors for special emphasis. This will create 
a number of significant opportunities for exports of U.S. goods and 
services, such as architectural and engineering services. Other 
major project sectors to provide export opportunities during the 
FMP will include defense (with increased expenditures for new 
bases, facilities, and equipment); industrial projects such as pe- 
troleum refineries, petrochemical, cement, pulp and paper, and iron 
and steel plants; and transportation projects including roads, air- 
ports, ports, and harbors. 


Detailed Malaysian Government trade statistics for the three quar- 
ters of 1980 show imports from the United States valued at approxi- 
mately US$1,096.3 million c.i.f. They represent a 15.1 percent 
share of the Malaysian import market—second to market leader Japan, 
which enjoyed a 19.7 percent share of Malaysia's import market in 
the first three quarters of 1980. U.S. exports to Malaysia will 
continue to grow in absolute terms, and the U.S. market share should 
improve as the result of increased U.S. competitiveness. 


As noted above, major projects currently in the works or to be un- 
dertaken during the Fourth Malaysia Plan will offer U.S. exporters 
with attractive opportunities for sales of U.S. goods and services. 
Specific projects of interest to U.S. suppliers include the follow- 
ing: 


Oil Refinery in Trengganu (25,000-30,000 barrels per day) 
Oil Refinery in Malacca (150,000 barrels per day) 

Port Kelang Thermal Power Station 

Penang Bridge Project 

New Port on Pulau Lumut, Selangor 

National Electricity Board's Paka Combined Cycle Project 
Sponge Iron Projects, Labuan, Sabah 

Cement Projects 

Pulp & Paper Project, Sabah 

Mini-Hydro Projects 

Kota Bharu Airport Expansion 

Hydroelectric Projects in Sarawak 

Penang Port Expansion - Phase III 


WOON DU SWN FF 


More details about these and other major projects may be obtained 
from the following Embassy reports on major projects in Malaysia. 


1. Petronas Plans for Refinery Construction (80 Kuala Lumpur 7190) 
2. Major Downstream Projects in the Malaysian Petroleum Sector 
(A-78, 9/18/79) 
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Electric Power Projects in Malaysia (A-33, 4/10/79) 
Telecommunications Projects in Malaysia (A-51, 6/22/78) 
New Port on Pulau Lumut, Selangor (80 Kuala Lumur 3937) 
Major Projects in Malaysia in 1979 (A-111, 12/26/78) 
Sponge Iron in Sabah (80 Kuala Lumpur 4886) 

Cement Mills (80 Kuala Lumpur 8045) 

Integrated Pulp & Paper Project in Sabah (80 Kuala Lumpur 5652) 
Mini-Hydro Projects in Malaysia (80 Kuala Lumpur 7176) 
Kota Bharu Airport Expansion (80 Kuala Lumpur 7777) 
Sarawak Hydroelectric Development (80 Kuala Lumpur 6487) 
Major Projects: Penang Port Expansion (A-104, 8/16/77) 


* U. S. GOVERNMENT PRINTING OFFICE : 1981--341-007/379 





International Economic 
Indicators 


e Current reporting on economic performance ® Compact 75-page report with new style pre- 
of the United States vis-a-vis 7 major indus- sentation and additional subjects introduced 
trial countries — France, Ger- earlier this year. 
many, Italy, Netherlands, United International Economic | » Use order form for annual sub- 


Indicators 


Kingdom, Japan, and Canada. = scription—4 issues per year— 


Latest data for 68 economic in- 
dicators covering domestic pro- 
duction, investment, savings, 
employment, prices, foreign 
trade, and exchange rates. 


at new reduced price of $10.00. 
(For sample copy; write to Inter- 
national Statistics Staff, Room 
2036, U.S. Department of Com- 
merce, Washington, D.C. 20230, 


e Annual trends for the 1970s and - "" a Telephone (202) 377-3913.) 
recent quarterly changes shown 
in over 500 time series. 


Improved, Up-to-date Quarterly Publication 


SUBSCRIPTION ORDER FORM 0 Remittance 

Enclosed 
ENTER MY SUBSCRIPTION TO International Economic Indicators at rior ga 
$10.00 domestic mailing, $12.50 foreign. Prices of Government publi- 


, Superintendent of 
cations are subject to change without advance notice. Documents) 


Send Subscription to: Charge to my 
Deposit Account No. 





Name—First, Last 
Company name or additional address line 


Street address MAIL ORDER FORM TO: 
Superintendent of Documents 

City State ZIP Code Government Printing Office 
Washington, D.C. 20402 

(or Country) 


PLEASE PRINT OR TYPE 








TRAVEL with Overseas Business Reports 
(OBRs)—60 a year—to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


e trade patterns 

e industry trends 

e distribution channels 

e transportation facilities 

e trade regulations 

e prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 
Take a look at the country’s 


foreign trade 
foreign investment 
finances 


TOU 
POTENTIAL a 
MARKETS — 


SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to al/ major 


: trading countries. 
VIEW other special reports such as: 
e Appraisal of China’s Foreign Trade Policy 
e Basic Data on the Economy of the Soviet Union 
e 
a 


A Business Guide to European Common Market 


A Guide to End Users and Research Organizations 
in Hungary 


e Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $40 a year by mailing 
the coupon below. 


(Single copies are available for $1.25 each from the Publication Sales Branch, Room 1617, 
U.S. Department of Commerce, Washington, D.C. 20230.) 


(please detach here) 
0) Remittance Enclosed 
SUBSCRIPTION ORDER FORM (Make checks payable 
ENTER MY SUBSCRIPTION TO OVERSEAS No additional postage is required for to Superintendent of 
BUSINESS REPORTS at $40 a year. mailing within the United States or Documents) 
Add $10 for foreign mailing. its possessions. 


(0 Charge to my Deposit 


Account No. 
NAME—FIRST, LAST 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


MAIL ORDER FORM TO: 
STREET ADDRESS Superintendent of Documents 


Government Printing Office 


Washington, D.C. 20402 
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